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TAGS: ENRG, EAID, BEXP, ES 

SUBJECT: CERRON GRANDE CIVIL WORK CONTRACT TO MORRISON KNUDSON 
REE: SAN SALVADOR 2455, A- 102 

1. THE LOCAL IDB REPRESENTATIVE IS CERTAIN THAT CEL (THE GOES 
HYDROELECTRIC AUTHORITY) AND US CONSTRUCTION FIRM MORRISON- 
KNUDSON WILL SIGN A COMMITMENT BY SEPTEMBER 21, FOR THE CIVIL 
WORKS CONTRACT OE THE CERRON GRANDE PROJECT WITH A PRICE 
TAG OF 95 MILLION COLONES ($38 MILLION). TME IDB AND THE 
MINISTRY OE ECONOMY SHOULD APPROVE THE CONTRACT BY MID- 
OCTOBER AND ACTUAL WORK AT THE SITE SHOULD BEGIN BY MID-NOVEMBER. 

2. AS REPORTED IN REFERENCES, MORRISON-KNUDSON'S JUNE 26 BID, 
ALTHOUGH THE LOWEST OF FOUR AT $48 MILLION, WAS $13.6 MILLION 
ABOVE HARZA'S (CEL'S US ENGINEERING CONSULTANT) ESTIMATE. 

SINCE JUNE CEL HAS NEGOTIATED AND APPARENTLY EINALLY REACHED 
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KNUDSON. THERE WERE NO CHANGES IN THE TAX PROVISIONS, 

CONTRARY TO WHAT WE HAD BEEN TOLD EARLIER. SOME CHANGES WERE 
MADE IN THE SPECIFICATIONS, NAMELY ELIMINATIONS OF SOME TRIMMINGS 
SUCH AS MONUMENTS, ETC. CEL IS GIVING M-K EIGHT PERCENT ON FIXED 
COSTS AND 25 PERCENT OF ANY SAVINGS ON FIXED COSTS UP TO 10 
PERCENT OF THE AGGREGATE VALUE (THERE IS A PENALTY FOR OVERRUN BUT 
A LESSER PERCENTAGE). M-K'S MR PERKINS RETURNS HERE SEPTEMBER 17 
TO DISCUSS DETAILS AND SIGN THE COMMITMENT BY WEEK'S END. THE 
IDB REPRESENTATIVE BELIEVES M-K WILL COMMENCE WITH START-UP 
PREPARATIONS AS SOON AS THE COMMITMENT IS SIGNED. HE COMMENTEDO 
THAT M-K'S REDUCTION OF PRICE BY THIS AMOUNT REVEALS THE EXTENT 
OF "FAT" IN THE INITIAL BID. 

3. ON JULY 24, AFTER SOME TEN DAY'S DELAY DUE TO OPPOSITION 

(AND SOME PCN) DEPUTIES QUESTIONING OF INCREASES IN COST ESTIMATES, 

THE LEGISLATIVE ASSEMBLY APPROVED CEL'S BUDGET FOR CERRON GRANDE 
AND THE GEOTHERMAL PROJECT AT AHAUCHAPAN. LEGISLATIVE AUTHORIZATION 
FOR THE IDB AND IBRD LOAN WAS GIVEN EARLIER. THE TOTAL OF 245 
MILLION COLONES IS PROVIDED AS FOLLOWS: 56.5 MILLION FROM CEL'S 
RESOURCES, 25.0 MILLION FROM A BOND ISSUE, AND 
163.5 MILLION FROM EXTERNAL SOURCES (IBRD AND IDB). ITS 
EXPENDITURE IS 200 MILLION FOR CERRON GRANDE,SORP MILLION FOR THE 
GEOTHERMAL PROJECT, AND 5 MILLION FOR AN ELECTRICITY DISTRIBUTION 
CENTER. (COPY OF THE DECREE BEING POUCHED ARA/CEN/ES). 

MOSKOWITZ 
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